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1. BIDDING BASES FOR GULF OF GUAYAQUIL BLOCKS CONTAIN CLAUSES 
RELATING TO THE PRIOR INVESTMENTS. FOR BLOCK 11, CLAUSE 53 
SPECIAL OBLIGATION IS IN TRANSLATION AS FOLLOWS: QUOTE 53.1 

THE INSTALLATIONS. MATERIALS, EQUIPMENT AND DRILLING THAT EXIST 
IN BLOCK 1 1, JUST AS THE MATERIALS THAT ARE IN STORAGE, WHICH 
MAY BE RELATED TO THE WORK ON SAID BLOCK AND WHICH MAY BE USEFUL, 
WILL BE USED BY THE COMPANY WINNING THE BID (SUBJECT TO 
THE AUTHORIZATION OF THE STATE THROUGH THE MINISTRY OF 
NATURAL RESOURCES AND ENERGY) ONCE THEIR VALUE IS DETERMINED 
THROUGH AN INDEPENDENT AUDIT CONTRACTED BY THE STATE AND THE 
LATTER ESTABLISHES THE FORM OF PAYMENT. END QUOTE, 

2. FOR BLOCKS 5, 6 AND 14 A SIMILAR CLAUSE IS AS FOLLOWS: 

29.6 SPECIAL OBLIGATION. THE INSTALLATIONS, EQUIPMENT AND 
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WHICH MAY BE USEFUL WILL BE USED BY THE COMPANY WINNING 
THE BID (SUBJECT TO THE AUTHORIZATION OF THE STATE 
THROUGH THE MINISTRY OF NATURAL RESOURCES AND ENERGY) 
ONCE THE STATE ESTABLISHES THE VALUE AND FORM OF 
PAYMENT. 

3. COMMENT: ADA REPRESENTATIVES HAVE EXPRESSED ON 
SEVERAL OCCASIONS TO THE DEPARTMENT AND THE EMBASSY THEIR 
CONCERN THAT THE GOE HAS SO NARROWLY LIMITED THE DEFINITION 
OF EXPENDITURES QUALIFYING FOR COMPENSATION THAT IT HAS 
VITIATED THE PRINCIPLE. THE BIDDING BASES APPEAR TO 
US TO LEAVE ADA CONSIDERABLE ROOM TO NEGOTIATE WITHIN 
THE CABINET LEVEL COMMISSION FOR A BROAD DEFINITION 
WHILE ALLOWING THE GOE TO GO EITHER WAY IN THE END. 
ALTHOUGH THE SPECIAL OBLIGATION OF WINNING BIDDERS TO 
PAY FOR PRIOR EXPENDITURES IS, TO BE SURE, LIMITED 
TO CATEGORIES OF INVESTMENT THAT MAY BE USEFUL. THE 
INCLUSION OF DRILLING (PERFORACIONES) AS A SUBJECT FOR 
PAYMENT CAN PERMIT AN INTERPRETATION OF VALUE WELL 
ABOVE THE MERE COST OF HARDWARE ON THE LOCATION. ALSO. 

THE BASES ALLOW FOR A PAYMENT OBLIGATION TO BE IMPOSED 
UPON WINNING BIDDERS OF OTHER THAN BLOCK 1 1 IF THE GOE 
SO DECIDES. THIS POINT WAS NEVER BEFORE CONFIRMED; ADA 
REPS TOLD US THAT THE GOE WOULD COMPENSATE FOR NO 
EXPENDITURE OUTSIDE BLOCK 1 1, IN WHICH THE PRODUCTIVE 
WELLS ARE LOCATED. FINALLY, THE SPECIAL OBLIGATION 
FOR BLOCK 1 1 MAKES EXPLICIT PROVISION FOR INCLUDING 
MATERIALS IN STORAGE AS SUBJECT FOR PAYMENT. ADA 
REPS HAD SPOKEN TO US OF THEIR FEAR THAT THESE GOODS 
WOULD BE CONFISCATED OUTRIGHT. 

BREWSTER 
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